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Part 1. Rich or Wealthy? 


I have often thought over the past couple of years about the difference between 
being rich and being wealthy. Is there a difference? If so, what is it? And how do we 
become wealthy? 

It seems to me that there is a big difference between being rich and being wealthy. 
When I think about someone who is rich, I think about someone with a lot of money. 
And I typically think about someone who is quite showy with their money. They 
drive fancy cars and live in a fancy house. They wear fancy clothes and eat at fancy 
restaurants. 

Rich people come into their money in a number of ways. They may inherit it. They may 
win the lottery. They may earn it in a few short years as a professional ball player or 
entertainer. Or they may invent a new mousetrap that is worth millions of dollars. Or 
they may simply earn it over many years as a professional or a business owner. 

But doesn't this also describe a wealthy person? Is there really a difference? I believe 
there is a major difference between rich and wealthy. The difference is in duration. 
How long does the money last? Will it be gone once the person's earning power is 
gone? Will it be passed on to future generations? 

The difference between a wealthy person and someone who is simply rich is that a 
wealthy person has sustainable wealth. In other words, a wealthy person will 
always be wealthy, whereas someone who is merely rich will only be so for a short 
period of time until the money is gone. 

Think about people in history who everyone would consider wealthy, and you can 
begin to see what I mean. The Rockefellers, Carnegies, and Campbells are all wealthy 
families. Their wealth has lasted multiple generations. Why is this? What makes them 
so different from the lottery winner or professional athlete who has money for a short 
time and then it's gone? 
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The difference between rich and wealthy is very simple. It's knowledge. Wealthy 
people know how to make money. Rich people only have money. Once you know how 
to make money, you can build sustainable wealth. The money never stops coming. If 
you have a reversal of fortune, it's not a big deal. You just make it back. 

Think about Donald Trump. Several years ago, Mr. Trump was deeply in debt. But, 
oddly, he didn't change his spending habits and didn't go away. Why not? Because 
Donald Trump understands how to make money. He is a wealthy individual. 

There are many examples in history of wealthy people who obtained their wealth 
through knowledge and valued knowledge more than money. The most obvious 
one perhaps was King Soloman, king of all of the Israelites. He was extraordinarily 
wealthy. And he was extraordinarily wise. When he first became king, the prophet 
came to him and asked what he would ask of God. Solomon asked for wisdom. And 
throughout Solomon's writings, he lists wisdom and knowledge as the two most 
important gifts to ask of God. Wisdom and knowledge are what created Solomon's 
great wealth. 

Wisdom and knowledge can create great wealth for anyone who desires it. Last 
week, a vendor of ours came to me and asked what he could do to create wealth. 

My immediate response was to learn everything he could about wealth. Once he had 
the knowledge, then he could begin formulating a strategy and work with a coach to 
build the wealth. But the knowledge needs to come first. Otherwise, if we do happen 
to get rich, the money is not likely to last. 

I am most grateful to my mother who instilled in my siblings and I an unquenchable 
thirst for knowledge. This is the greatest gift (other than life itself) that my mother 
gave me. It's this thirst for knowledge that drives me to teach others about wealth 
and how to attain it. 
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Part 2. Why the Lottery is a Better 

Investment than Mutual Funds 

Even though I am not an investment advisor and never hold myself out as one, clients 
continue to ask me what to do to prepare for retirement. Should I max out my 401 (k) 
contribution? Should I do an IRA? Should I put more in my profit sharing plan or 
pension plan? 

Contrary to popular belief, none of these are wise investments. Why? Among other 
reasons, they all involve putting money into an investment vehicle over which they 
have little control as to investment and timing and most people end up choosing 
mutual funds as their investment within these plans. In fact, putting your money into 
the lottery would be a better investment. 

Really? The lottery as an investment vehicle? Sound crazy? Gamble my retirement 
funds away in a government-sponsored game of chance where I have little chance of 
winning? Where millions of other people are putting in money in hopes of winning 
the big one? Where most of the money goes to someone else and the chances are 
strong that I will lose part or all of my money? 

Wait a minute — are we talking now about the lottery or about mutual funds? Hmm, 
a government sponsored program where I have little chance of winning. Sounds like 
a lot like mutual fund investment in a 401 (k) or IRA. After all, what are my chances of 
retiring on mutual fund investments? Not very high, actually. 

A couple of years ago, I was listening to a financial program on the radio on my way 
into work. The interviewer was asking the representative of a large mutual gund about 
the performance of the fund. The rep responded that the mutual fund had risen in 
value by an average of 20% per year for the prior two years. But when the interviewer 
asked about the average return to the average investor in the gund, the tep responded 
that the average investor had actually lost 2% per year. Why? Because of the timing 
of going in and out of the market. Compare this to the lottery, where everyone knows 
the exact chances of winning and the exact amount that could be won I 
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But what about the great tax advantages of putting my money into a 401 (k) or an 
IRA? Yeah, right! Get a tax deduction when you are young and in a relatively low tax 
bracket so you can pay taxes on the money you take out when you are retired and in 
a higher tax bracket? Yeah, that's a good deal. Or, consider the difference in tax rates 
on capital gains and dividends if you are not in a 401 (k) or IRA versus the ordinary 
income tax rates on the earnings when you pull them out of your 401 (k) or IRA. 

So now you are thinking that you should just invest in mutual funds outside your 
401 (k) or IRA? Wrong again. Mutual funds result in capital gains taxes when the fund 
managers trade them even though you don't see the money! You have to pay taxes 
even though the fund may actually have gone down in value! And what about the lost 
opportunity cost of that money that you are now paying in taxes that you could have 
put into other investments? At least with the lottery, you know the exact amount of 
taxes you can expect to pay if you win and you only have to pay taxes if you do win. 

Yes, you say, but the lottery is gambling and I have no control over whether I win 
or lose. You are right. The lottery is gambling. But so is a mutual fund. You have no 
control over the stock market and neither does the fund manager. The market goes 
down, so does your fund. At least you recognize that you are gambling when you play 
the lottery. You don't have the government, financial institutions and your employer 
telling you that the lottery is a good investment. And your employer doesn't go so far 
as to match the amount you put into the lottery like it might with your 401 (k). Nobody 
is lying to you about the lottery being gambling, but those in positions of authority are 
lying to you about the chances of success in a mutual fund! 

But surely, you say, there is a better chance of making money in a mutual fund than 
there is in the lottery? Hardly. There may be less of a chance of losing all of the money 
you put into a mutual fund than there is losing all of the money you put into the 
lottery. But you are never going to win big in a mutual fund. In fact, mutual funds are 
designed to minimize your returns by creating a "balanced portfolio." If they could 
minimize your risk of the market itself, this might be okay. But the problem is that 
nobody can minimize the risk of the market without sophisticated hedge strategies that 
are not typically used in mutual funds. At least with the lottery, you have a chance of 
winning big. And you can sleep at night, because you aren't wondering if the chances 
of winning are going down overnight because of something that happens in Tokyo. 
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You say you don't like the idea that most of your lottery gamblings are going to 
support government programs? Where do you think most of the earnings from your 
mutual fund are going? No, not to support government programs, but rather to 
support your investment advisor's and the mutual fund manager's retirement? You 
take all of the risk, you put in all of the capital, but most of the earnings from the 
mutual fund go to the fund manager and your investment advisor. At least with the 
lottery, the funds are going to worthy causes, such as the arts. 

Of course, I would never advise a client to rely on the lottery for their retirement. But 
neither would I advise them to rely on mutual fund investments. For my dollar, the 
lottery is a lot more fun and at least I know I'm gambling. But if you want to retire, 
look at other investments and work with someone who is willing to put in the time 
to help you retire soon and retire rich. Financial freedom is available to those who are 
willing to work and learn about it, but not likely for those who want to rely on such 
risky investment strategies as mutual funds. 

This special report is based on highlight's from Tom's blog. For more information 
about Tom Wheelwright and his strategies for obtaining financial freedom, visit his 
website at 

www.ProVisionWealth.com 
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